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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt of this question paper.

2. All parts of each question must be done together.

3. Attempt any FIVE questions in all.

4. Use of simple calculator is allowed.

1. Consider the following regression output:

w $,= 0.2033 + 0.6560X,

se = (0.0976) (0.1961)

2 = 0.397 RSS = 0.0544 ESS = 0.0358
(3+5+5+5=18)
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Where Y = labour force participation rate (LFPRR) of women in 1972 and X =
LFPR in 1968. The regression results were obtained from a sample of 19 cities
in the US.

(a) How do you interpret this regression?

(b) Test the hypothesis HO: B1 = 1 against H1: 2 >1. Which test do you use

and why? What are the underlying assumptions of the used test?

(¢) Suppose that LFPR in 1968 was 0.58. On the basis of the regression results,
what is the mean. LFPR in 19727

(d) How can you test the hypothesis that the error term in the population

regression is normally distributed?

2. In his study on the labour hours spent by the FDIC (Federal Deposit Insurance
Corporations) on 91 bank examinations, RJ Miller estimated the following function:
(6x3=18)

Im¥ = 241 +0:36741n X, + 0:22171n X5 + 00803 In. X,
fo.0477)  (0.062B) . (0.0287)
—0.1755D. + 0.279912 -+ 0.5634D; — 0.2572D,
{0.2905)  (0.1084)  (0.1657) (00787
v B? = Q.766

Where:

Y= FDIC Examiner labour hours
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X1=Total assets of bargc/f

e

X2=Total number of offices in the bank

X3=Ratio of classified loans to total loans for bank
D1-1 if management rating was “GOOD”

D2=1 if management rating was “FAIR”

D3=1 if management rating was “SATISFACTORY”

D4=1 if the examination was conducted jointly with the state.
The figures in parentheses are estimated standard errors.

(a) Interpret these results.

(b) Is there any problem in interpreting the dummy variables in this model since

Y is in the log form?
(c) How would you interpret the dummy coefficients?

What is Autocorrelation? Give a hypothetical example to illustrate autocorrelation.
State the causes of autocorrelation and measures of remedy for the concerned
econometric problem. (18)

What is Multicollinearity? State the methods of detecting and rectifying

multicollinearity in an econometric model. Can multicollinearity be harmless in any
situation? (18)
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5. What is normality assumption? What are the properties of OLS Estimators under
the Normality Assumption?

6. Write a short note on any two of the following:
(9%2=18)

(a) Spearman Rank Correlation test

(b) Generalised Least Square method

k‘l

(c) Error Component Model
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